AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

§400.704

date to be considered for sale in the re-
quested crop year.

§400.704 Type of submission.

(a) An applicant may submit to the
Board in accordance with §400.705:

(1) A policy or plan of insurance not
currently reinsured by FCIC;

(2) One or more proposed revisions to
a policy or plan of insurance author-
ized under the Act; or

(3) Rates of premium for any policy
or plan of insurance authorized under
the Act.

(b) An applicant must submit to the
Board any significant change to a pre-
viously approved submission prior to
making the change.

§400.705 Contents required for a new
submission or changes to a pre-
viously approved submission.

A complete submission must contain
the following material, as applicable,
in the order given, in a 3-ring binder,
with section dividers clearly labeling
each section. The entire submission
must be included in an electronic for-
mat acceptable to RMA. Six identical
copies of each submission must be sent
to the Deputy Administrator, Research
and Development (or successor), Risk
Management Agency, 6501 Beacon
Drive, Stop 0812, Kansas City, MO
64133-4676, and one identical copy of
each submission provided to the Ad-
ministrator, Risk Management Agen-
cy, 1400 Independence Ave., Stop 0801,
Room 3053 South Building, Wash-
ington, DC 20250-0801.

(a) The first section will contain gen-
eral information, including, as applica-
ble:

(1) The applicant’s name, address or
primary business location, phone num-
ber, and e-mail address;

(2) The type of submission (see
§400.704);

(3) A statement of whether the appli-
cant is requesting:

(i) Reinsurance, which includes risk
subsidy and A&O subsidy;

(ii) Costs for reimbursement for re-
search and development; or

(iii) Estimated costs for reimburse-
ment for maintenance.

(4) The proposed agricultural com-
modities, including types, varieties,
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and practices covered by the submis-
sion;

(5) The crop and reinsurance years in
which the submission is proposed to be
available for purchase by producers;

(6) The proposed sales closing date;

(7) The proposed duration and scope
of the plan of insurance;

(8) A marketing plan;

(9) Any known or anticipated future
expansion plans;

(10) Identification, including names,
addresses, telephone numbers, and e-
mail addresses, of the persons respon-
sible for:

(i) Addressing questions regarding
the policy, underwriting rules and pro-
cedures, rate and price methodologies,
data processing and record keeping re-
quirements, and any other questions
that may arise in administering the
program after it is approved; and

(ii) Annual reviews to ensure compli-
ance with all requirements of the Act,
this subpart, and any agreements exe-
cuted between the applicant and FCIC.

(11) A statement whether the submis-
sion will be filed with the applicable of-
fice responsible for regulating insur-
ance in each state proposed for insur-
ance coverage, and, if not, reasons why
the submission will not be filed for re-
view.

(b) The second section must contain
the benefits of the plan, including, as
applicable, a statement about the plan
that demonstrates:

(1) How the submission offers cov-
erage or other benefits not currently
available from existing public and pri-
vate programs.

(2) The demand for the submission,
which must be supported by informa-
tion from market research, producers
or producer groups, agents, lending in-
stitutions, and other interested parties
that provide verifiable evidence of de-
mand; and

(3) How the submission meets public
policy goals and objectives consistent
with the Act and other laws, as well as
policy goals supported by USDA and
the Federal Government.

(¢) The third section must contain
the policy, including, as applicable:

(1) If the submission involves a new
insurance policy or plan of insurance:

(i) All applicable policy provisions;
and,
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(ii) A list and description of any addi-
tional coverage that may be elected by
the insured, including how such cov-
erage may be obtained.

(2) If the submission involves a
change to a previously approved policy,
plan of insurance, or rates of premium,
the proposed revisions, rationale for
each change, data and analysis sup-
porting each change, the impact of
each change, and the impact of all
changes in aggregate.

(d) The fourth section must contain
the information related to the mar-
keting of the policy or plan of insur-
ance, including, as applicable:

(1) A list of states and counties where
the submission is proposed to be of-
fered;

(2) The amount of commodity (acres,
head, board feet, etc.), the amount of
production, and the value of each agri-
cultural commodity proposed to be
covered in each proposed county and
state;

(83) The expected liability and pre-
mium for each proposed county and
state;

(4) If available, any insurance experi-
ence for each year and in each proposed
county and state in which the policy
has been previously offered for sale in-
cluding an evaluation of the policy’s
performance and, if data are available,
a comparison with other similar insur-
ance policies reinsured under the Act;
and

(6) The projected frequency and se-
verity of loss if the proposed submis-
sion is approved.

(e) The fifth section must contain the
information related to the under-
writing of the submission, including, as
applicable:

(1) A sample of each document or
form that will be used to present and
sell the product;

(2) Detailed rules for determining in-
surance eligibility, including all pro-
ducer reporting requirements;

(3) Relevant dates, if not included in
the proposed policy;

(4) Detailed examples of the data and
calculations needed to establish the in-
surance guarantee, liability, and pre-
mium per acre or other unit of meas-
ure, including worksheets that provide
the calculations in sufficient detail and
in the same order as presented in the
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policy to allow verification that the
premiums charged for the coverage are
consistent with policy provisions;

(5) A detailed example of calculations
used to determine a claim for indem-
nity for each unique situation in which
a loss may be payable;

(6) A detailed description of the
causes of loss covered by the policy or
plan of insurance and any causes of
loss excluded; and

(7) Any statements to be included in
the actuarial documents.

(f) The sixth section must contain
the information related to prices and
the rates of premium, including, as ap-
plicable:

(1) A list of all assumptions made in
the premium rating and commodity
pricing methodologies, and the basis
for these assumptions;

(2) A detailed description of the pric-
ing and rating methodologies, includ-
ing supporting documentation, all
mathematical formulas, equations, and
data sources used in determining rates
and prices and an explanation of pre-
mium components that detail how
rates were determined for each compo-
nent, that demonstrate the rate is ap-
propriate;

(3) An example of a rate calculation
and an example of a price calculation;

(4) A discussion of the reliability of
the data; and

(5) An analysis of the results of sim-
ulations or modeling showing the per-
formance of proposed rates and com-
modity prices, as applicable, based on
one or more of the following (Such sim-
ulations must use all years of experi-
ence available to the applicant):

(i) A recalculation of total premium
and losses compared to a similar or
comparable insurance plan offered
under the authority of the Act with
modifications, as needed, to represent
the components of the submission;

(ii) A simulation based on the prob-
ability distributions used to develop
the rates and commodity prices, as ap-
plicable, including sensitivity tests
that demonstrate price or yield ex-
tremes, and the impact of inappro-
priate assumptions; or

(iii) Any other comparable simula-
tion that provides results indicating
both aggregate and individual perform-
ance of the submission under various
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scenarios depicting good and poor actu-
arial experience.

(g) The seventh section must contain
an evaluation and certification from an
accredited associate or fellow of the
Casualty Actuarial Society, or other
similarly qualified professional, that
certifies the submission is actuarially
appropriate and consistent with appro-
priate insurance principles and prac-
tices.

(h) The eighth section must contain
all forms applicable to the submission,
including:

(1) An application for insurance and
procedures for accepting the applica-
tion; and

(2) All applicable policy forms, in-
structions and procedures that are nec-
essary to establish the amounts of cov-
erage or loss.

(i) The ninth section must contain
the following;

(1) A statement agreeing that sales
will be deferred until the next applica-
ble sales closing date if policy informa-
tion, forms, premium rates, prices, any
automated premium calculator, and
other related information or docu-
ments are not made available to all ap-
proved insurance providers:

(i) For a new submission, at least 60
days prior to the earliest sales closing
date specified in the submission; or

(ii) For a revised submission, at least
60 days prior to the earliest contract
change date specified in the submis-
sion;

(2) An explanation of any provision of
the policy not authorized under the
Act and identification of the portion of
the rate of premium due to these provi-
sions;

(3) Agent and loss adjuster training
plans; and

(4) A certification from the appli-
cant’s legal counsel that the submis-
sion meets and complies with all re-
quirements of the Act, applicable regu-
lations, and any reinsurance agree-
ment.

(j) The tenth section must contain
the documents that demonstrate the
submission complies in all respects
with the standards established for
processing and acceptance of data as
specified in the FCIC Data Acceptance
System Handbook (Manual 13), unless
other arrangements have been made
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with RMA. This handbook is available
from the Risk Management Agency,
6501 Beacon Drive, Stop 0812, Kansas
City, MO 64133-4676 or on the FCIC web
site (http:/www.rma.usda.gov/data/
#m13).

(k) The eleventh section must con-
tain the information related to a re-
quest for reimbursement of research
and development costs, and mainte-
nance costs, as applicable, in accord-
ance with §400.712.

(1) The twelfth section must contain
executed certification statements in
accordance with the following:

(1) “{Applicant’s Name} hereby claim
that the amounts set forth in this sec-
tion and §400.712 are correct and due
and owing to {Applicant’s Name} by
FCIC under the Federal Crop Insurance
Act.”

(2) ‘“{Applicant Name} understands
that, in addition to criminal fines and
imprisonment, the submission of false
or fraudulent statements or claims
may result in civil and administrative
sanctions.”

§400.706 Review of submission.

(a) Prior to providing any submis-
sion, including a new submission, a re-
submission, or a change to a previously
approved submission, to the Board for
its review, RMA will:

(1) Review the submission for com-
pleteness to determine if all necessary
and appropriate documentation is in-
cluded in accordance with §400.705;

(2) Review the submission to deter-
mine whether the documentation is of
a level of quality to conduct a mean-
ingful review by the Board;

(3) If the submission is determined to
be complete and the documentation of
sufficient quality to permit a meaning-
ful review, the submission will be con-
sidered to have been submitted to the
Board for approval or disapproval. The
date that FCIC determines that the
submission is complete, as notified to
the applicant, will be the date that the
time frame for approval or disapproval
by the Board begins;

(4) Return to the applicant any sub-
mission lacking any of the information
required in §400.705, or with docu-
mentation that is of insufficient qual-
ity to permit a meaningful review
(such submission will not be considered
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